Employee reactions to forms of downsizing : are there any lesser of evils? by Kostopoulos,  K. & Bozionelos,  N.
Durham Research Online
Deposited in DRO:
01 December 2017
Version of attached ﬁle:
Published Version
Peer-review status of attached ﬁle:
Peer-reviewed
Citation for published item:
Kostopoulos, K. and Bozionelos, N. (2010) 'Employee reactions to forms of downsizing : are there any lesser of
evils?', Academy of management perspectives., 24 (4). pp. 95-96.
Further information on publisher's website:
https://doi.org/10.5465/AMP.2010.55206391
Publisher's copyright statement:
Additional information:
Use policy
The full-text may be used and/or reproduced, and given to third parties in any format or medium, without prior permission or charge, for
personal research or study, educational, or not-for-proﬁt purposes provided that:
• a full bibliographic reference is made to the original source
• a link is made to the metadata record in DRO
• the full-text is not changed in any way
The full-text must not be sold in any format or medium without the formal permission of the copyright holders.
Please consult the full DRO policy for further details.
Durham University Library, Stockton Road, Durham DH1 3LY, United Kingdom
Tel : +44 (0)191 334 3042 | Fax : +44 (0)191 334 2971
http://dro.dur.ac.uk
mean more lucrative compensation packages, ev-
erything else being equal). Second, this study un-
derscores the subtle nature of gender differences in
compensation. While gender differences in base
salary have been narrowed significantly in recent
years, gender pay gaps still exist in variable pay.
Female executives may want to consider this in
preparing for negotiations with firms about their
variable pay in executive roles.
Source: Mun˜oz–Bullo´n, F. (2010). Gender-compensation
differences among high-level executives in the United
States. Industrial Relations, 49(3), 346–370.
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How do employees who survive downsizing re-act compared to those who do not have ex-perience with it? The answer to this question
is extremely timely, as organizations increasingly
turn to downsizing to cut costs and enhance prof-
itability. But downsizing isn’t an all or nothing
proposition. Indeed, downsizing can take many
different forms, including layoffs, outsourcing, and
offshoring. Consequently, do some forms of down-
sizing harm employee morale less (or more) than
others? Needless to say, it is important to under-
stand the effects of these diverse forms on the way
survivors view their work environment and the
stance they take toward their employers.
Clearly, downsizing, regardless of its specific
form, involves the deliberate elimination of jobs.
And in general, we would expect job eliminations
to generate negative reactions in survivors. But
our understanding of the effects of specific forms
of downsizing still leaves much to be desired. For
example, we know very little about how alterna-
tive downsizing methods, such as layoffs, outsourc-
ing, and offshoring, impact survivors’ reactions, or
whether survivors see one form as “less evil” than
another.
Carl Maertz Jr. (Saint Louis University), Jack
Wiley (Kenexa Research Institute), Cynthia Le-
Rouge (Saint Louis University), and Michael
Campion (Purdue University) attempted to fill
this gap in our knowledge. Specifically, they
looked at how different forms of downsizing (e.g.,
layoffs, outsourcing, and offshoring) were related
to the views of survivors and to the views of those
who had not experienced downsizing in a repre-
sentative sample of the American workforce. In
their study they explored a host of factors that
reflect survivors’ perceptions of their work envi-
ronment and attitudes toward their employing
organization. These included management fair-
ness, empowerment, work satisfaction, job secu-
rity, organizational performance, attachment to
the organization, and intentions to quit.
Maertz and his colleagues believed that those
employees who survived downsizing would end up
with less favorable views and attitudes than their
counterparts who did not experience downsizing.
For example, survivors may view downsizing as a
threat to their job security, an indication of poor
organizational performance, or a symptom of un-
fair management behavior. Survivors may also de-
velop negative feelings toward the organization, as
well as perceiving that organizational goals are
difficult to achieve. These may in turn lead to
higher turnover intentions. Furthermore, Maertz
and his colleagues expected that different forms of
downsizing would generate differences in percep-
tions and attitudes among employees.
What Maertz and his colleagues found was
that, overall, employees who survived downsizing
were more likely to have poorer perceptions of
their work environment and more negative atti-
tudes toward their employers than employees who
did not experience downsizing. However, this
finding was largely driven by layoffs that employ-
ees saw in their workplaces.
In particular, compared to a control group of
employees, those employees who experienced lay-
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offs—either alone or combined with offshoring or
outsourcing—tended to have lower attachment to
the firm, higher turnover intentions, and a weaker
sense of job security, and were less likely to feel
their company was performing well. Outsourcing
and offshoring, alone or together, did not have
any similar effects. According to Maertz and his
colleagues, this makes sense because employees
may perceive these two forms of downsizing—
especially outsourcing—as potentially less harmful
for their jobs and less threatening for their future
employment than outright layoffs.
When comparing employees who experienced
outsourcing to those who survived offshoring, rel-
atively few differences were found. Nevertheless,
survivors of offshoring had less affection for their
employers and were less likely to believe that
management was fair. In other words, outsourcing
is apparently viewed by employees as more benign
than offshoring. This could be either because out-
sourcing is seen as less threatening for jobs or
because offshoring is seen as less patriotic, or both.
Although layoffs emerged as definitely the
most harmful downsizing form for survivors’ mo-
rale, Maertz and his colleagues also found excep-
tions to this pattern. For example, employees who
were transferred either to domestic (outsourcing)
or to foreign parties (offshoring) felt less empow-
ered and perceived management as less fair com-
pared to their counterparts who had survived lay-
offs. In addition, offshoring and outsourcing had a
stronger multiplicative effect than layoffs, mean-
ing that those who had survived multiple offshor-
ing and outsourcing events declared lower attach-
ment and stronger intentions to quit than their
counterparts who had experienced multiple layoffs
over the same period of time. Nevertheless, and
despite these exceptions, the findings clearly sug-
gested that in the minds of employees layoffs are
the most “evil” way to downsize.
Another key finding of the study was that com-
munication by management and whether employ-
ees viewed management as ethical did counterbal-
ance the negative influence of downsizing on
survivors’ perceptions of management fairness,
empowerment, and work satisfaction. According
to Maertz and his colleagues, this means that the
deleterious effects of downsizing on survivors’ re-
actions are mitigated when top management
spends time to properly communicate the reasons
behind downsizing.
In a nutshell, Maertz and his colleagues have
clearly shown us that employees surviving job
elimination are likely to demonstrate at least some
negative reactions. Experiencing layoffs (as op-
posed to downsizing due to offshoring and out-
sourcing) appears to be by far the most harmful
form of downsizing in terms of damage to survi-
vors’ perceptions of the work environment, at-
tachment to their employer, and desire to stay. Of
the other two forms, outsourcing appears to be the
most benign in terms of survivors’ reactions, with
offshoring being in-between. On a more positive
note, it also appears that management action can
act to buffer or neutralize some of the detrimental
effects of downsizing on survivor morale, particu-
larly if managers communicate wisely and behave
ethically.
Source: Maertz Jr., C. P., Wiley, J. W., LeRouge, C., &
Campion, M. A. (2010). Downsizing effects on survivors:
Layoffs, offshoring, and outsourcing. Industrial Relations,
49(2), 275–285.
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Does money cause happiness? This has been anomnipresent question across the timeline ofhuman history that has so far evaded a fully
satisfactory answer. Social scientists have found
that indeed there is a relationship between na-
tional wealth and happiness, with inhabitants of
wealthier nations generally reporting greater sub-
jective well-being (the term social scientists use
for happiness). However, there is still a host of
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